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SUBJECT: BURMESE GOVERNMENT' S NEW OIL POLICY 

1. MINISTER OF PLANNING AND FINANCE U LWIN CALLED ME IN APRIL 10 

TO INFORM ME THAT THE GOVERNMENT OF BURMA IS ADOPTING NEW POLICY 
FOR DEVELOPMENT OF OFF- SHORE OIL, WHICH INFLUENCED BY INDONESIAN 
EXPERIENCE. BURMESE WATERS ARE TO BE DIVIDED INTO THREE AREAS, 
EACH OF 12,000 SQUARE MILES, TO BE ALLOCATED TO THE US, TO 
JAPAN AND TO WEST GERMANY. ONLY ONE COMPANY OR PARTY FROM EACH 
COUNTRY WILL BE ALLOWED TO EXPLORE IN THE AREA ALLOTED TO THAT 
COUNTRY. THE COMPANIES SELECTED WILL BE COMPLETELY IN THE HANDS 
OF GUB. 

2. UNDER THE " SERVICE CONTRACT" THE COMPANY FROM THE US, FOR 
EXAMPLE, WOULD BE GIVEN FREE HAND TO EXPLORE IN THE ENTIRE AREA 
ALLOCATED TO THE US. IF IT DISCOVERED OIL, 20 PERCENT OF THIS 
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AREA WOULD BE ALLOCATED TO THE COMPANY TO CARRY ON DEVELOPMENT 
AND PRODUCTION. WHEN IT STARTED TO PRODUCE OIL, 40 PERCENT 
WOULD GO TO THE COMPANY IN REPAYMENT FOR THE EXPENSES INCURRED 
BY THE COMPANY ( U LWIN REFERRED TO THIS AS THE " DEBT" TO THE 
COMPANY). THIS 40 PERCENT COULD BE PAID EITHER IN CASH TO THE 
COMPANY OR IN KIND ( OIL). PART OF THE REMAINING 60 PERCENT WOULD 
ALSO GO TO THE COMPANY BYT U LWIN WAS NOT SURE HOW MUCH OR UNDER 
WHAT CIRCUMSTANCES. PRICE OF THE OIL WOULD HAVE TO HE NEGOTIATED 
AT THE TIME. 

3. U LWIN SAID THAT THE SERVICE CONTRACT FORMS SHOULD BE READY 
FOR DISTRIBUTION ON APRIL 17. HE STRESSED 

THAT HE WAS JUST 

GIVING ME A GENERAL OUTLINE AND DETAILS WOULD BECOME CLEAR WHEN 
SERVICE CONTRACTS BECOME AVAILABLE. HE SAID THAT INQUIRING 
AMERICAN OIL COMPANIES SHOULD BE REFERRED TO THE MINISTRY OF MINES. 

4. U LWIN ACKNOWLEDGED THAT A PROBLEM FOR THE US, WHICH HAS 

NO GOVERNMENT OIL COMPANY WOULD BE TO DETERMINE WHICH COMPANY 
WOULD HAVE THE RIGHT TO EXPLORE IN THE US AREA. OF COURSE SEVERAL 
AMERICAN COMPANIES COULD JOIN TOGETHER SO LONG AS THERE WAS 
JUST ONE PARTY FOR THE AMERICAN AREA WITH WHICH THE BURMESE 
GOVERNMENT COULD DEAL. 

5. U LWIN TOLD ME THAT HE WAS VERY MUCH RELIEVED THAT HIS 
GOVERNMENT HAD MADE THIS DECISION. PREVIOUSLY GUB HAD INSISTED 
THAT ALL FINANCING FOR DEVELOPMENT PURPOSES COME FROM 
GOVERNMENTS, E. G. READING AND BATES DRILLING COMPANY FINANCED 
BY UNTIED JAPANESE LOAN. UNDER THE NEW POLICY, HOWEVER, 

GUB WOULD IN EFFECT BE GETTING LOANS FROM THE PRIVATE COMPANIES 
EXPLORING AND PRODUCING UNDER THE " SERVICE CONTRACTS ’. 

6. U LWIN MENTIONED THAT TWO OR THREE AMERICAN OIL COMPANIES 
HAD PERFORMED SERVICES FOR THE BURMESE GOVERNMENT IMPLYING 
THAT THEY MAY HAVE INSIDE TRACK. HOWEVER THE WHOLE QUESTION 
OF WHICH COMPANY OR GROUP OF COMPANIES WOULD BE SELECTED FOR 
THE AMERICAN AREA OR HOW THEY WOULD BE SELECTED IS AS YET BY 
NO MEANS CLEAR. 

7. EMBASSY WILL COMMENT BY SEPTEL ON IMPLICATIONS OF THIS 
FAR- REACHING CHANGE IN GUB OIL POLICY. 

MARTIN 
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